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Standard costing is the most important method of cost control in China. The 
study investigates the improvement in financial performance that is associated with 
the use of standard costing, and the conditions under which such improvement is 
achieved. Finance Manager or Financial officers furnish information regarding 
company financial performance, extent of standard costing usage, and enabling 
conditions affecting standard costing efficacy. Confirmatory factor analysis and 
structural equation modeling are used to investigate the relationship between standard 
costing and financial performance. 
This paper is divided into five chapters. Chapter 1 is introduction, defining the 
concept of standard costing and other correlative concepts, introducing the 
background, objectives of study and research scope, brief illustrating the advantages 
and disadvantages of standard costing, and sorting out the main thought of the paper. 
Chapter 2 reviews the literatures and purposes three research hypotheses of the paper. 
As the literatures of relationship of standard costing and financial performance rarely, 
this paper mainly reviews the literatures of management control system and 
activity-based controlling, which could improve the financial performance of 
enterprise. Chapter 3 discusses the research design, introduces the sample selecting 
process, data sources and each kinds of variable’s definition in detail. Furthermore, 
establishes four structural equation models for the empirical research. In Chapter 4, 
the most important part, the paper discusses the description and analysis of the 
empirical results. It performs some empirical researches, including descriptive 
statistics, analysis of content validity and reliability of the questionnaire, analysis of 
structural equation modeling and conducts a stability test. And Chapter 5 suggested 
conclusion, recommendation, and also includes deficiency of the paper. 
Results show that there indeed is a positive association between standard costing 
and improvement in ROI when standard costing is used concurrently with other 














environments where information communication is smooth and costs are relatively  
important. In addition, measures of success of standard costing appear to be 
predictors of improvement in financial performance. 
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